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SUBJECT: ECONOMIC NEGOTIATIONS 

1. WHEN I LAST SAW YOU IN WASHINGTON, I GAVE YOU GENERAL 
SUMMARY OF OUR NEGOTIATING IMPASSE WITH THE PHILIPPINES 
AND AN OUTLINE OF MY INTENTIONS. SUBSEQUENTLY, I REACHED 
SEVERAL UNDERSTANDINGS WITH KEN RUSH WHICH WERE DESIGNED TO 
PRESS MATTERS FORWARD TO A SUCCESSFUL CONCLUSION. SINCE 
THEN. KEN RUSH HAS LEFT, THE MATTRESS MICE HAVE MOVED 

IN, AND PROGRESS HAS BEEN STALLED. ART HUMMEL AND GEORGE 
ALDRICH CAN FILL YOU IN ON THE DREARY DETAILS. 

2. OUR PRIME CONCERNS HERE ARE TO ACHIEVE 

CIRCUMSTANCES WHICH WILL MAKE OUR MILITARY BASES ACCEPTABLE 
AND OUR INVESTORS WELCOME. THE PHILIPPINES PRIME CONCERNS 
ARE TO HAVE ACCESS TO OUR MARKETS AND RETAIN CONTROL OVER 
THEIR DEVELOPMENT. AAALTHOUGH WE HAVE DELIBERATELY AVOIDED 
ORGANIC ASSOCIATION OF MILITARY AND ECONOMIC MATTERS, THE 
TWO ARE OBVIOUSLY INTERRELATED, AND OUR INTERESTS IN EACH 
FIELD WILL DEPEND ON ARRANGEMENTS IN THE OTHER. 

3. THE THREE NEGOTIATING INSTRUMENTS AT OUR DISPOSAL ARE 
(A) MILITARY ASSISTANCE, (B) TARIFF CONCESSIONS, AND (C) 

OUR SUGAR MARKET. AS OF NOW, MDAP HAS BEEN CUT TO 50PERCENT OF 
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PASS THE TRADE REFORM ACT ON TARIFFS, AND THE HOUSE OF 
REPRESENTATIVES HAS THROWN OUT THE SUGAR QUOTA BILL. 
MOREOVER, PETTY BUREAUCRATIC CONSIDERATIONS, ESPECIALLY FROM 
AGRICULTURE, ARE THREATENING TO DISTORT THE WHOLE THRUST OF 
THE NEGOTIATIONS. 

4. IN ORDER TO MAKE UP FOR THE SHORTCOMINGS DESCRIBED 
ABOVE, I HAVE TRIED TO CADGE A FEW MILITARY ITEMS (SUCH AS 
T-28-D AIRCRAFT, NIKE ROCKETS, AND JET INTERCEPTOR AIRCRAFT) 
OUTSIDE THE MAP PROGRAM. I HAVE ALSO TRIED TO GET DISCUSSIONS 
ON TARIFF CONCESSIONS STARTED ON A CONTINGENCY BASIS, 

WITH AUTHORIZATION TO BE SOUGHT LATER. FINALLY, I HAVE 
TRIED, WITHOUT SUCCESS, TO GET A DECISION ON WHETHER BASE 
RIGHTS NEGOTIATIONS SHOULD AIM TOWARDS A TREATY OR TOWARDS 
AN EXECUTIVE AGREEMENT. 

5. ALTHOUGH THERE ARE SOME INDICATORS OF MOVEMENT 
EMANATING FROM WASHINGTON, IT APPEARS FROM THIS PERSPECTIVE 
THAT THERE IS NEED FOR A CLEAR INDICATION TO BE GIVEN 
INTERDEPARTMENTALLY THAT WE TAKE OUR MILITARY BASES AND 
OUR INVESTMENTS IN THE PHILIPPINES SERIOUSLY AND ARE 
WILLING TO TAKE ACTIONS TO ASSURE THEIR CONTINUED VIABILITY. 
YOU ARE THE ONLY ONE WHO CAN DO THIS AND I WOULD SINCERELY 
APPRECIATE IT IF YOU WILL GENTLY KNOCK A FEW HEADS 
TOGETHER IN THIS GOOD CAUSE. 

SULLIVAN 
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